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INTERIM REPORT 

On 11th December 1961 we were appointed by the Board of Trade in 
pursuance of the powers conferred on them by section 165(b) of the Companies 
Act, 1948, to investigate and report upon the affairs of the above-named 
company (hereinafter called “ Majestic ”). 

We have not yet concluded our investigation but we think it right to make 
this interim report as to the solvency at the present time of Majestic. 

At all material times between 6th May 1958 and 24th May 1962 Mr. 
William Lowenthal and Mr. Valentine Firmin Fairbank were directors of 
Majestic and between them held a majority of the share capital. We have 
examined them on oath. 

The last audited accounts of Majestic were taken out as at 31st December 
1959. A further set of accounts was taken out by the auditors as at 31st 
December 1960 but these have been the subject of discussion and have never 
been adopted. We have had approximate accounts prepared for us based upon 
Trial Balances extracted from Majestic’s books as at both 13th December 
1961 and 10th July 1962. These later accounts have not been audited and are 
accordingly subject to approval of final adjustments, but we have put certain 
figures before the witnesses whom we have examined and we are quite satisfied 
that these figures are sufficiently reliable to enable the following statement of 
Majestic’s financial position to be put forward as being substantially accurate: — 

(1) The nominal value of the issued share capital less the deficit on the 
Profit and Loss Account, is approximately £170.000'. 

(2) Majestic has lodged with a firm of Bankers named Richardson & 
Company (hereinafter called “Richardsons”) a sum which, with 
interest added to May 1962, amounts to £252,793. 

(3) Apart from the funds with Richardsons, Majestic has an excess of 
liabilities over assets Of approximately £80,000. the liabilities being 
computed for this purpose no more conservatively than is normal 
for an Insurance Company. 

Mr. Lowenthal and Mr. Fairbank in addition to being directors of 
Majestic were also at all material times (and as far as we know still are) the 
sole partners in Richardsons. 

For reasons which we will elaborate in our final report we are, and have 
for some time been, of the opinion that Richardsons are unable to meet their 
liabilities. For present purposes we need only say that a Trial Balance 
produced to us as at 30th November 1961 showed that Richardsons had 
banking liabilities of £475,000 (including £243.000 then owing to Majestic) 
wffile its assets consisted almost entirely of investments in South African and 
other companies which, to say the least, are not readily realisable, together 
with a relatively small amount of debit balances with customers which, again 
to say the least, were slow-moving. These matters were raised with both 
Mr. Lowenthal and Mr. Fairbank during our examination of them. While 
their answers consistently placed the most hopeful construction on the facts, 
it was quite evident to us that Richardsons was unable at the present time 
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to pay even quite small demands made by its customers upon it and would in 
the future be quite incapable of meeting any large demands from its customers 
unless either some quite remarkably successful realisation were made of one or 
more of its investments or the partners were able to introduce more capital. 
The partners have been under pressure of circumstances over a long period to 
effect some solution of this type and have manifestly failed to do so, so that 
our conclusion that Richardsons are, quite literally, unable to meet their 
liabilities seems to us inescapable. 

It is against this background that on 27th July 1962 we examined on 
oath Mr. Rubin Robert Horowitz who has been the Managing Director of 
Majestic since 12th November 1958. 

Until we examined Mr. Horowitz we did not know that Mr. LowenthaJ 
and Mr. Fairbank had resigned their directorships of Majestic with effect 
from 24th May 1962 or that a Mr. S. A. Halsall had now become the majority 
shareholder. Despite these changes Mr. Horowitz remains the Managing 
Director. He has taken the view throughout .that it was his duty to keep 
Majestic afloat for the benefit of the re-insurers. It is dear that he has only 
been able to do this by a hand to mouth procedure as far as Majestic’s 
finances are concerned. 

Mr. Horowitz told us on oath : — 

(a) That Majestic had initiated no new business since early in 1961. 
(It is however still dealing with business previously entered into). 

(b) That he had tried to draw on the funds in Richardsons but had been 
unsuccessful. 

(c) That Majestic had liabilities in Holland of approximately £40,000 
with no corresponding assets there, so .that if Richardsons could not 
pay there was no money out of which these liabilities could be met. 

(d) That in his opinion Majestic was not solvent at the present time. 

(e) That Majestic had not at the .present time the margin of solvency 
required under the Assurance Companies Act, 1946. 

(f) That Majestic as it stands today is “ a dead duck.” 

Throughout his examination Mr. Horowitz, who seemed to us both honest 
and sincere, adopted the attitude, with patient resignation, that it was really 
quite foolish for anybody to suggest that Majestic was otherwise than 
insolvent. 

Having regard to the evidence extracted from the books of Majestic and 
to the admissions, particularly those lettered (b) and (d) above, made by 
Mr. Horowitz as an officer of the company, we feel justified in drawing the 
Board’s attention to the matter forthwith. 



(Signed) R. V. Cusack 

3rd August 1962 

E. R. Nicholson 
1th August 1962 
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FINAL REPORT 



PART I 

Appointment 

1. We were appointed Inspectors to investigate the affairs of Majestic 
Insurance Company Limited on Uth December 1961 in the following 
terms : — 

“ The Board of Trade in pursuance of the powers conferred on 
them by Section 165(b) of the Companies Act. 1948, hereby appoint Mr. 
Ralph Vincent Cusack, Q.C., of 1, Brick Court. Temple, London, E.C.4, 
and Mr. Edward Rupert Nicholson, Chartered Accountant, of 11, 
Ironmonger Lane, London, E.C.2, to act as inspectors to investigate the 
affairs of the above named company and to report thereon in such manner 
as the Board may direct.” 



PART II 

General Introduction 

2. On 7th August 1962 we submitted to The Board of Trade an interim 
report. Since then we have carried out further investigations and this report 
states our final conclusions based on the information available to us up to 
the 30th lune 1963. 

3. In the course of the present report when we first refer to a company, 
business or similar entity we set out its full name, followed in brackets by the 
abbreviated term by which we refer to it on subsequent occasions. 

4. We have taken 6th May 1958 as the starting date for our investigation 
because it was on that date that control of the Majestic Insurance Company 
Limited (“ Majestic ”) was acquired by Mr. William Lowenthal and Mr. 
Valentine Firmin Fairbank and on that date that they both became directors 
of Majestic. 

5. Before we outline the relevant part of the Company’s history or draw 
attention to the material facts disclosed by our investigation we think it would 
be helpful if we state now the vei^ clear conclusion to which we have come. 
It is that Majestic cannot meet its liabilities. 

6. This is a conclusion which has been demonstrated by the fact that 
debts have not been paid when they have fallen due and it is confirmed by our 
finding that in order to meet liabilities Majestic would have to resort to a 
substantial extent to the funds in the hands of a bank. Richardson & Co. 
(“ Richardsons ”), which according to Mr. Lowenthal and Mr. Fairbank, who 
are the sole partners in Richardsons, was for some time experiencing difficulty 
about what they term “liquidity.” On 31st May 1962 a Receiving Order was 
made against Mr. Lowenthal and Mr. Fairbank and on the 18th October 
1962 they were adjudged bankrupt. To put it more bluntly. Richardsons were 
not able to meet even quite modest demands by customers on current account. 
Beyond that, the bank’s ability to find the substantial sums in their hands 
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on deposit account was dependent on the value of the bank’s investments. 
We shall refer in greater detail later to these investments. It is sufficient for 
the moment to say that they would be difficult to realise and that their value 
is doubtful. 

7. No ordinary insurance company of standing would tolerate a situation 
in which its funds were so inaccessible as to arouse the suspicion that they 
had been lost and we have devoted a good deal of our investigation in trying 
■to establish the circumstances in which these funds were allowed to be 
deposited with Richardsons. We shall consider later in this report the detailed 
circumstances in which these deposits were made and the other relevant 
information with regard to them. But we Chink it right to say now that in our 
opinion the situation has been tolerated only because control of Majestic and 
control of Richardsons has been in the same hands and because of the 
complaisance at times, for one reason or another, of directors of Majestic 
other than Mr. Lowenthal and Mr. Fairbank. 

8. Since our appointment to investigate Majestic we have been appointed 
also to investigate the affairs of two other companies namely F. M. S. Rubber 
Planters Estates Limited (“F.M.S.”) and Johore Para Rubber Company 
Limited (“ Johore ”). With regard to these two companies we submit separate 
reports. It may, however, be useful to draw attention now to the fact that all 
three companies have certain features in common. The most significant of 
these is that at most if not all material times Mr. Lowenthal and Mr. Fairbank 
■have been directors of each company, that between them they directly or 
indirectly have held a controlling interest in each company and that each 
company has had funds lodged with Richardsons in which Mr Lowenthal 
and Mr Fairbank were at all material times sole partners. 

PART HI 

Scope of Enquiry 

9. We have considered the material brought to our attention by The 
Board of Trade. We have examined orally on a number of different days a 
succession of witnesses. We have also examined the books and records pro- 
duced by the Company’s officials. The absence of certified accounts of recent 
date and the fact that the Company’s business has been wholly conducted 
through brokers virtually acting as managing agents has made it difficult for 
us to be satisfied that every transaction has been properly recorded and we 
have no certain knowledge that all transactions have been disclosed to us. 

10. Substantial funds belonging to Majestic are lodged in Richardsons 
and whilst it was therefore appropriate for us to examine the position of the 
bank we have been in some difficulty because Richardsons is a partnership, 
not a limited liability company and we have no direct authority to investigate 
its affairs. Nevertheless, as it is sometimes hard to distinguish between Messrs. 
Lowenthal and Fairbank in their capacity as directors of Majestic and Messrs. 
Lowenthal and Fairbank in their capacity as partners in Richardsons we 
have felt justified in pressing them for an explanation about the bank’s 
affairs, where these directly affect Majestic or the other companies we have 
investigated. We have obtained only such explanations in regard to the affairs 
of Richardsons as Messrs. Lowenthal and Fairbank were willing to give us, 
and on a number of important matters concerning Richardsons which we put 
to Mr. Lowenthal we have not been provided with the information we sought 
although it was in his power to let us have it. Such relevant information as 
we have been able to obtain in regard to Richardsons is dealt with in Part XI. 
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PART TV 



Early History 

1 formed as a limited liability company on 3rd August 

1906 For some years before 6th May 1958 Che Company had been dormant. 
On that date the controlling interest was acquired by Mr. Lowenthal and Mr. 
Fairbank from Close Brothers Ltd. At that time its share capital of £25 893 
was epctly balanced by a debit on profit and loss account, but a call of 15/- 
per share was made on 6th May 1958 (met in the manner desoribed in 
paragraph 15) which increased the paid up share capital to £61,893. Under- 
writing business was thereafter recommenced. The Company’s shares have 
never been quoted on any Stock Exchange as far as we are aware. 



PART V 

Share Capital 

Authorised Share Capital 

1 2. In tabular form the position can be expressed as follows : 



£ 

At 6th May 1958 £1 shares 145,000 

Increased : — 

14th June 1960 £1 shares ... 35,000 

10th Novemte 1960 £1 shares ... 30.000 



£210.000 



13. At 6th May 1958 not all the authorised share capital had been issued 
End not all of the shares actually issued were fully paid up. This situa.tion 
subsequently altered. All the authorised capital has now been issued and all 
the shares actually issued count as fully paid up. We comment in paragraph 
15 upon the manner in which payment was made. 

Issued Share Capital 

14. In tabular form the position can be expressed thus : — 



At 6th May 1958 


13,893 shares £1 paid 
48,000 shares 5/- paid 


13,893 

12,000 


6th May 1958 


Call 15/- on 48,000 shares ... 


£25,893 

36.000 


29th December 1958 


17,500 shares allotted £1 paid 


£61,893 

17,500 


12th October 1960 ... 
1 0th November 1960 . . . 


100,607 shares allotted £1 paid 
30,000 shares allotted £1 paid 


£79,393 

100,607 

30,000 






£210.000 
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15. The method of payment of the call and share issues shown above 
require comment. When on 6th May 1958 a call was made of 15/- a share 
on 48.000 shares Mr. Lowenthal had to meet that call in respect of 28,862 
shares. On 29th Decemto 1958 a further 13,125 fully paid up shares were 
allotted to him, on 12th October 1960 a further 100,607 and on 10th November 
1960 a final 30,000. Such transactions would normally make it necessary for 
him to pay substantial sums of money in respect of the Shares acquir^ by 
him. What happened in this case was that with regard to the first two trans- 
actions (6th May 1958 and 29th December 1958) a book transfer took place 
within the walls of Richardson’s Bank whereby the money required was 
debited to Mr. X-owenthal’s account and credited to Majestic. No new money 
came into the bank and none had to be found by the bank. With regard to 
the last two transactions (12th October 1960 and 10th Novemte 1960) Mr. 
Lowenthal according to himself had not at that time on his own admission 
“any money at all ” but was in a position to provide some securities. Never- 
theless Majestic’s minutes for 12th October 1960 and 10th November 1960 
record that in each case Mr. Lowenthal handed over a cheque and the shares 
are shown as having been issued for cash. In reality no money passed in 
the course of these transactions but it may be that South African securities 
were earmarked as cover for an advance by Richardsons to Mr. Lowenthal. 
It is to be noted that the increase of capital by the issue of shares in October 
and November 1960 was a matter of particular importance to Majestic because 
it enabled the company to comply with certain underwriting requirements in 
the United States of America. We refer to this further in paragraph 43 below. 

Shareholdings 

1 6. Particulars of actual shareholdings in the Company are as follows : — 





At 

5.5.58 


T ransfers 
6.5.58 


29.12.58 


Allotments 

12.10.60 


10.11.60 


At 

13.12.61 


Close Bros. Ltd. ... 


... 57,738 


(57,738) 








— 


W. Lowenthal 




37,253 


13,125 


100,607 


30,000 


180,985 


V. F. Fairbank 




14,360 


4,375 






18,735 


N. Lowenthal 




6,575 








6,575 


C. Shawcross 




250 








250 


C. F. Gardiner 




250 








250 


R- R. Horowitz ... . 




250 








250 


R. C. Lovell-Robinson 




250 








250 


Others 


... 4,155 


(1,450) 








2,705 




61.893 


— 


17,500 


100,607 


30,000 


210,000 



17. It will be noticed that from 13th December 1961 onwards Mr. 
Lowenthal and Mr. Fairbank held Ixtween them £199,720 (some 95%) of the 
total share capital of £210,000, Tins continued to be the situation until the 
development to which we refer in paragraph 19 below. 



18. It will be seen from Part XI of this report that as at 30th November 
1961 Richardsons were said to have had £151,412 invested in Majestic. We 
do not know how many shares this investment is supposed to represent but 
they were presumably part of the holding of Mr. Lowenthal and Mr. Fairbank 
which is shown above. 



8 



Printed image digitised by the University of Southampton Library Digitisation Unit 



^ 19. In Itecember 1961 a customer of Richardsons, the Eagle Building 
SM^y, obtained charing orders against the shares of Mr. Lowenthal and 
Mr. Fairbank in Majestic. The orders were in the joint names of the Building 
directors Mr. S. A. Halsall. According to Mr. Lowenthal 
and Mr. Fairbank the matter had been settled by April 1962. However we 
und^stand that all but 500 of the shares held by Mr. Lowenthal and Mr. 
Fairbank have, since our investigation started, passed to Mr. Halsall who 
IS repstered as the owner. We have not been able to establish quite what the 
1 ° determine his relationship with Mr. Lowenthal 
and Mr. Fairbank in regard to this and other business matters. 



PART VI 

Directors and Secretaries 

Directors 

Boaid^' following directors were appointed to the 

Mr. W. Lowenthal, Mr. V. F. Fairbank, Mr. N. Lowenthal, Mr. 
C. Shawcross, Mr. C. F. Gardiner, Mr. R. R. Horowitz and Mr. R. C. 
^vell-Robinson. Of these Mr. N. Lowenthal resigned on 4th July 1960, 
^^* 1 ^ 1 resigned on 26th May 1960, and Mr. Gardiner resigned 

on 13th November 1961. Mr. Lovell-Robinson, we understand, did not 
take up his appointment as a director. 

, Y® understand that subsequent to the transfer of Messrs. Lowenthal 
Md Fairbank’s interest in the share capital of the Company to Mr. S. A. 
Halsall as indicated in part V above, Messrs. Lowenthal and Fairbank 
tendered their resignations as directors. The dates of their resignations as 
directors are respectively 24th May 1962 and 26th April 1962. 

was chairman from the 6th May 1958 to 26th May 
1960 and Mr. Gardiner was chairman between 14th June 1960 and 13 th 
Nove.mber 1961. The minute book does not contain any record of the election 
of a new chairman in place of Mr. Gardiner. 

23. Mr. Horowitz who is the only director with a practical knowledge 
of insurance, has been the Managing Director since 12th November 1958 and 

has frequently expressed disquiet at the conduct of his fellow directors 
piere is reason to believe that he did not entirely have the confidence of Mr 
Lowenthal or Mr. Fairbank and that they did not have his. His terms of 
employment are also a matter of contention and this is referred to in part VII 
dealing with the company’s accounts. 

Secretary and Registered Office 

24. Mr. H. G. Grant was secretary of the Company between 6th May 
1958 and 16th May 1960. Between 16th May 1960 and 31st May 1962 Mr. 
A. T. Barnes was secretary of the Company and since the latter date Mr. G s! 
Gi'bbins has been secretary. 

25. The registered ofiice of the Company and its place of business was at 
56 South Molton Street, London, W.l. This was also the place of business 
of Richardsons at all relevant times. 



9 



Printed image digitised by the University of Southampton Library Digitisation Unit 



PART VU 



Acconnts 

26, The latest audited accounts of the Company are those for the year 
ended 31st December 1959 and a summary of these accounts together with 
the corresponding figures for 1958 is given in Appendix B. 

1958 Accounts 

27. These accounts which were audited by Gerald Eddman & Co., 
Chartered Accountants of 25 Harley Street, London, W.l do not call for any 
comment. 



1959 Accounts 

28. These accounts were audited by C. Neville Russell & Co., Chartered 
Accountants of 1 1 Poultry, London, E.C.2 Who were appointed auditors to the 
Company in February 1960 and signed their report on the accounts as auditors 
on 25th April 1960. To their knowledge the chairman, Mr. Shawcross, had 
refused to sign these accounts because of his dissatisfaction with the policy 
governing Majestic’s banking arrangements. As to this we closely questioned 
Mr. Robert Wilson Ewan, the partner in C. Neville Russell & Co., dealing 
with the matter, but policy was not a matter for him and he was firm 
in stating that at that stage he had had no suspicion (and in his view no 
grounds for suspicion) with regard to the propriety or soundness of deposits 
with R.ichardsons. The accounts themselves were not approved by the board 
of Majestic until 16th May 1960 at a meeting at which only Mr. Gardiner, 
Mr. Lowenthal and Mr. Horowitz were present, with Mr. Ewan in attendance! 



29. Although Mr. Shawcross was chairman until 26th May 1960 he 
had been abroad at the date of the meeting on 16th May 1960. He had already 
refused to sign the accounts and the directors’ report. His reason for refusing 
was that it was essential in his opinion for the Company’s funds to be invested 
in gilt-edged securities. This was in our opinion a very proper attitude. Mr. 
Shawcross had also objected to an investment which had been made in 1959 
in F.M.S. and he had felt disturbed early in 1960 by adverse publicity 
regarding Richardsons arising from the Mias and other related cases a report 
of which appeared in The Financial Times of 10th March 1960 quoting 
evidence that because “ Mr. Lowenthal ... was using Mias money for his 
own business purposes ”, “ Richardson’s Bank had not got enough money to 
meet Mias cheques ” and “ were returning cheques ” “ although the Mias 
Account was in credit enough to meet them ”. 



^ 30. Mr Gardiner was aware of these matters and of Mr. Shawcross’s 
imsgivings. He told us that he himself had had misgivings following the Mias 
Ca^. Nevertheless he felt able to take over from Mr. Shawcross as chairman 
and to sign the accounts and directors’ report. He was also content to allow 
the Company’s funds to remain with Richardsons. 



from Mr. Shawcross expressing his views regarding deploy- 
ment of the Company’s funds was read at his request at the Board mpptino 
held on May 1960. The minutes record that after discussion a resolution 
was passed that no further action was called for by this letter as the shares 
in F.M.S. had been sold and new securities acquirid in accoMancf wi 
Board authorisation of 29th December 1959 Details of thiT authorisation 
are given later in Part IX, These securities had, howIveO, lOln soH 
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March 1960 and according ,to the evidence of Mr. Fairbank. Mr Lowenthal 

resoluHon*fn°i^“^^ lowenthal nevertheless allowed the above 

resolution to be passed and signed the accounts. 

1960 Accounts 

32. Draft accounts for the year ended 31st December 1960 were airain 
drawn up by C. Neville Russell & Co., who were, however not nrenared to 

mitters%S%v tS‘ Pending satisfaction on certain 

matieis raised by them. Some of these matters were dealt with at a Board 

farSfoMng?- ‘ November 1961, but the auditors were still dissatisfied on 

1 . The Managing Director’s salary 

yndfwi°" monetary funds derived from insurance business 

and those representing share capital. 

u* position in regard to the Managing Director’s salarv wa'^ that 
Mr. Horowitz was appointed Managing Director on 12th Novemto 195S at 

Lowenthal airi Sank had 
procure Mr^Homw'if^^'' February 1958 indicating that they would 

farbasis^Do^^S h as Managing Director and setting out 

Kof- F ™ ^ remunerated as Manager of the Comnanv 

^9W^was°D^rto°M^^ was agreed by the Company except that £600 and 
was pard to Mr. Horowitz on 6fa October and 24th Decem'ber 1959 

SSrtLCWo of%^cSany a 

directors salaiy. No other provision was made in respect of Mr Horowntz’s 
remuneration in the audited accounts at 31st Decemter 1959 to whi^Mr 
Horowitz was a signatory. From January 1960 Mr. Horowitz r^IivS Finn 
per month. In November 1961 Mr. Horowitz drew unstatXnto/ the 
1 ° ‘^°“idered he was entitled and “ to the 

Company secretary enclosing a draft minute which he wished to be put before 

tateTthafr/did”^?"®- ''F Mr Ho ^ wifa 

stated that he did not press for finalisation of the terms of his employment at 

an early date as Mr. Lowenthal had promised him some shares in the comnanv 
fL«™ative arrangement whereby he would obtain a capital 
aWe to nnr°h?mFSj ^y expanding the Company’s business he wo^d 4 
toll ^1 F ' ^ ® stronger position. In the meantime Mr. Lowenth^ 

3o[rNoveS Horowitz overdraft facilities with Richardsons and at 

difficulty regarding the monetary funds to which the auditors 
drew attention arose from the fact that these funds were almost entirelv 
(whose position is dealt with in Part XI of this 
Report), In this connection the auditors requested that the insurance funds 
be transferred to the account with the Westminster Bank Ltd and that a 
sum representing approximately one half of the share capital be replaced ^th 
Canadian Dollar securities which are capable of valuatiM. These Suggestions 
were however never put into effect. In evidence before us Mr lSiM 
^Md that this could not be done because Richardsons could not produce the 

^5 .auditors wrote to Mr, Gardiner as chairman on the subject of 
their difficulties, but he apparently took no action in the matter. ^ 

36. A summary of the accounts for 1960 is included in Appendix B. 
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1961 Accounts 

37. No accounts have been prepared since those for the year ended 31st 
December 1960. but provisional figures were extracted at 13th December 
1961 to assist in establishing the position at the time of our appointment, and 
these are shown in Appendix C. These figures indicate that at 31st December 
1961 Majestic’s liabilities (including the marine fund and provision for un- 
expired non-marine risks) were of the order of £123,000, or some £70,000 
in excess of Majestic’s assets other than the Company’s balances with 
Richardsons. Mr. Lowenthal told us that in his opinion over-provision had 
been made for liabilities by Majestic’s accountant, but he also admitted that 
he did not know much about insurance business and Mr. Ewan assured us 
that no suggestion about over-provision had been made to him at the material 
time. He would not in any event have accepted the suggestion. In any event 
Mr. Lowenthal also agreed that even given time Majestic could not have 
met their liabilities without calling on Richardsons. 

38. The lack of accounts, as well as Majestic’s failure to settle outstanding 
liabilities have inevitably led to difficulties with other insurers and destroyed 
confidence in Majestic. 



PART vm 

Underwriting Transactions 

39. The business of Majestic which consisted of marine and non-marine 
underwriting acquired through agents, brokers and treaties with other 
Insurance Companies, fell into the following categories : — 

(a) Share of risks ceded under treaties or written on brokers’ certificates : 

(i) General American non-marine business ; 

(ii) Miscellaneous marine and non-marine business. 

(b) Marine risks written through agents with Majestic as the leading 

company : 

(i) Dutch inland hull business ; 

(ii) American Fleming cargo business (between April 1960 and 
August 1961 only). 

The Dutch inland hull business related to cover on European inland 
waterways, while the Fleming cargo business was in respect of voyages 
between the west coast of the United States and Alaska or the Philippines. 

All business under (b) was substantially reinsured. Majestic receiving 
overriding and ceding commissions. Virtually the whole business including 
re-insurance arrangements was conducted by agents. Majestic only indicating 
the extent to which it desired to participate in the risk. 

41. The principal agents concerned were McNeill & Coulson who made 
quarterly remittances to Majestic. The last such remittance was in February 
1960 in respect of the last quarter of 1959. These remittances consisted of 
Majestic’s share of premiums and loss retentions on re-insurance. 



42. Mr. Horowitz told us that subsequent amounts due were retained at 
his instance by the agents to meet possible future claims and to ensure that 
the money should not come into the hands of Richardsons who were fa i li n g 
to produce funds requested by him for the due settlement of Claims. 
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43. The additional business envisaged in the United Slates which had 
been the pnncipal reason for increasing Majestic’s issued capital in October 
and November 1960 was short lived because by 31st December 1961 all under- 
writing^ ceased and all treaties were cancelled, some retroactively. Mr. 
Horowitz told us that the terms of cancellation included a further over-riding 
commission to Majestic which has not yet been included in the Company’s 
books and records. This again is not mentioned in the minutes. It seems 
to have been unknown to Mr, Horowitz’s fellow directors. 

44. Mr. Horowitz also stat^ that arrangements have been made for 
the collection by agents of the re-insurers’ share of claims and for the payment 
of olaims by the agents from funds in their hands. Qaims have now been 
met by the agents in excess of the funds available to them with the results 
that they have become creditors of Majestic. 



PART IX 

Investments 

45. Provisional figures at 13th December 1961 indicate that Majestic 
has no investments. This, however, as indicated in paragraphs 29 to 31 above 
has not always teen the position. On 29th December 1958 at a meeting of 
the Board at which Mr. Gardiner, Mr. Fairbank and Mr. Horowitz were the 
only directors present the Board resolved to purchase 10.800 £1 shares in 
F.M.S. at the ruling market price of 32/6 a share. Mr. Gardiner and Mr 
Fairbank were both directors of F.M.S. They declared their interest At a 
further Board meeting on 23rd February 1959 it was reported that these shares 
had been purchased by the Company and that purchase had been from Mr. 
V. F. Fairbank, These shares were apparently some of those which had been 
acquired by Mr. Fairbank on terms that the purchase price remained in 
Richardsons. 

46. On 1st April 1959 a further 1,300 shares in F.M.S. were bought by 
Majestic for £2,337 7s. 9d. The minutes do not contain any record of this 
being authorised by or reported to the Board. There is no record of the name 
of the vendor. When questioned Mr. Lowenthal said they were bought in the 
open market. 

47. A fortnight later namely on 15th April 1959 the London Stock 
Exchange quotation for F.M.S. shares was suspended. 

48. On 1st April 1959 Majestic bought 1,000 5/- ordinary shares in 
James Howell & Company Limited for £559 11s. 6d. The minutes do not 
contain any record of this being authorised by or reported to the Board. 

49. At a Board meeting on 29th Decemter 1959 it was agreed to sell the 
company’s shares in F.M.S. and to invest £25,000 in government securities 
and £10,000 in quoted industrial shares. This was in fact done. We think it 
was done largely on account of pressure by Mr. Shawcross. The date is, 
however, significant because it meant that these reputable investments would 
be shown in any accounts drawn up for the year ending 31st December 1959. 
TOs would not have given an accurate long-term picture because on the 
instructions of Mr. Fairbank all Majestic’s investments were realised on or 
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before 21st March I960 and the proceeds paid into Richardsons. Mr. Fair- 
bank was somewhat vague about the details of this sale. He thought Mr. 
Lowenthal might have been overseas at the time. He thought he had dis- 
cussed it with the Board of Majestic. The reason for the sale according to him 
was that the shares were falling in value. The fact is however that there is 
no record in the minutes of this sale having been authorised by the Board and 
the Managing Director. Mr. Horowitz did not know until later that they had 
been sold. Indeed there is no record of any Board meeting between 29th 
December 1959 and 6th May 1960. 

50. On 12th October 1960 at a Board meeting of Majestic attended only 
by Mr. Lowenthal, Mr. Horowitz and the secretary it was resolved to purchase 
shares^ in “ Johore” and in a South African Company known as Vaal Park 
to which we shall refer later. This resolution was evidently no.t acted upon. 



PART X 

Banking Arrangements 

51. Although the Company has operated a number of bank accounts with 
various banks for practical purposes the whole of the Company’s liquid funds 
have been in Richardsons since March 1960. 

52. The first of the bank accounts with Richardsons was opened on 6th 
May 1958 and the accounts were built up largely from insurance monies and 
the share capital subscriptions until the balance at 13ith December 1961 
amounted to £247,719. A statement given at Appendix D shows the origin of 
these funds. 

53. Of the balance of £247,719 at 13th December 1961 £100.000 is stated 
to be a deposit account. The circumstances in which this money was placed 
on deposit are worthy of attention. It appears from the minutes of a meeting 
of >the Board of Majestic held on 1st November 1961 that a decision was 
then taken (to which Mr. Lowenthal not in his capacity as a director of 
Majestic but in his capacity as a partner in Richardsons assented) to transfer 
£100,000 from current account to deposit account retrospectively with effect 
from 1st November 1960. It is significant to point out in this connection that 
the terms of deposit and withdrawal could be decided both on behalf of the 
Bank and Majestic by Mr. Lowenthal and Mr. Fairbank without reference to 
any third party. 

54. In a letter dated 29th November 1961 from the Board of Trade to 
Majestic, which was never answered, the Board specifically asked the reason 
vvhy it was thought by the Company that depositing money with Richardsons 
did not contravene the provisions of section 190 of the Companies Act 1948 
which prohibits loans to directors. The position was that Majestic with Mr 
Lowenthal and Mr. Fairbank as directors having the controlling interest in the 
Company deposited its funds with Richardsons where the sole partners were 
Mr. Lowenthal and Mr. Fairbank. It may be a matter for argument as to 
whether this in law constituted a loan to directors. We do not necessarily 
dissent from^ the general view that a deposit in a bank is a debt due from the 
banking business and nO't a personal loan to any of the owners of the bank 
Counsel’s opinion to this effect was obtained on behalf of F.M.S. in December 
1959. Nevertheless we consider that in this particular case the deposit of 
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MajMtic funds with Richardsons was an imprudence which has turned out to 
be disastrous. It was in our view at least an evasion of Section 1 90 and was 
tantamount to a loan to Mr. Lowenthal and Mr. Fair bank. They certainly 
did not hesitate to employ the money in pursuance of their own plans and 
purposes. We believe the funds were deliberately transferred to Richardsons 
for that reason. 



PART XI 

Richardson & Company 

n partnership agreement relating to Richardsons. 

Both the partners are vague about the nature of partnership assets. Whilst we 
appreciate that partners can be called upon personally to meet partnership 
liabliities, it is invariable in our experience for partnership assets to be 
clearly distinguish^ from the personal private fortunes of the partners. Mr. 
Lowenthal in particular was inclined to advance the view (which we cannot 
believe he really holds) ^ that there was no real distinction between his own 
assets and the .partnership assets so that at any given moment some particular 
personal asset of his could be regarded as a partnership asset if the partnership 
would appear insolvent without it. 

56. We have further more established that no accounts for the partner- 
ship have been drawn up since 30th June 1958 and it seems that even those 
accounts have not been certified. The albsence of later accounts is attributed 
by Mr. Lowenthal to some accounting difficulty with an earlier partner and 
by Mr. Fairbank to the dilatoriness of the accountants. Mr. Lowenthal has, 
however, provided a statement setting out the assets of Richardsons as at 
30 November 1961 and giving particulars of the balances in the various 
accounts at the bank at that date. To facilitate reference these figures have 
been included in Appendix A. This Appendix comprises a summary of the 
balances of Richardsons at 30th June 1957, 30th June 1958 and 30th 
November 1961 and there are attached to the summary notes of the various 
accounts showing transactions which have taken place within the period 
insofar as we have been able to ascertain them. There are also attached notes 
with regard to the shares referred to in the Statement of Balances at 30th 
November 1961. 

57. It will be seen from Appendix A that out of the bank’s total debit 
balances at 30th November 1961 of £832.796 approximately £738,597 (in- 
cluding the .account designated Investment Account £91,352) consists of shares 
m various companies. The credit balances (i.e. liabilities) of the bank are 
therefore some £395,000 in excess of the debit balances (i.e. assets) of the bank 
if the amounts attributed to shares in various companies are excluded. Even 
these debit balances include some old and doubtful debts. Of the total 
£738,597 attributed to shares, £151,412 is for shares in Majestic itself; £54,800 
is for shares in Johore and £239,327 for shares in F.M.S. The last two com- 
panies are those in respect of which we have also been appointed Inspectors. 
Of the other shareholdings the largest amount £250,000 is attributed to Vaal 
Park which is. in fact, Vaal Park Townships Land and Mineral Company 
Limited. This is a South African holding company of which Mr. Lowenthal 
is a director. F.M.S. is of course the company whose shares the Board of 
Majestic decided not to hold, whilst Johore and Vaal Park are the Companies 
referred to at the Majestic Board meeting held on 12th October 1960 in 
connection with the purchase of shares. 
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58. It will also be seen from Appendix A that during the period cover^ 
by our enquiry substantial monies have found their way from the companies 
which we are investigating into the hands of Richardsons. 

The principal sources of these monies were as folows : — 



(1) 


Majestic 

Monies derived from Insurance business and 


£ 




retained 


48,000 


(2) 


F.MS. 

Proceeds of Sales of Treasury Bills and Savings 






Bonds 


104.677 




Funds transferred from other Banks 


18,848 


(3) 


Johore 






Funds transferred from other Banks 


63,089 



£234,614 



Although disbursements from these funds are in total less than £30,000 
this cash is no longer available. In addition it is possible that £50,000 was 
disbursed from these funds in connection with the purchase of the shares in 
Johore. As the statement at 30th November 1961 which was given to us does 
not indicate how the resources of Richardsons have been dealt with, and as 
we have no details of partners’ drawings or of the trading results of the bank 
we cannot say if the partners have derived any direct advantage. 

59. All we know is that the bulk of Richardsons’ funds are now tied up 
in speculative and in our view unmarketable investments in companies in all 
of which one, other or both partners have a personal interest. 

60. We are not in a position to express an opinion as to whether the 
price paid by Richardsons for shares was excessive in terms of real value at 
the date of purchase. To do this we should need to know considerably more 
about the terms on which Richardsons took over these shares, how many 
shares were involved and other details. On these matters Mr. Lowenthal was 
noticeably and, in our view, deliberately vague. Our examinations have, how- 
ever, established that the book values relied to a considerable extent on 
various inflationary processes, as, for example, in the case of Majestic by in- 
creasing share capital without the introduction in reality of any new money 
or in the case of F.M.S. and Vaal Park by various share transactions which 
have given rise to book values which we are unable to reconcile. No exact 
calculation is possible but we have no doubt that without such inflations the 
book value of the bank’s investments would have been considerably less than 
the sum of £395,000 which would be necessary in order to counter-balance the 
deficiency of assets shown by the statement of Balances of Richardsons at 
30th November 1961. 

61. It is against this background that we must say that Mr. Lowenthal 
and Mr. Fairbank have failed to convince us that these companies in which 
the bank’s money is tied up have any substantial potential value. 

62. It appears to us that much of the business of Richardsons must 
have been transacted simply by book entries between various accounts within 
the four walls of the bank and that by keeping the bank’s quite small real 
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resources moving in a circle the impression could be created that much greater 
resources were available. We put this latter hypothesis to Mr. Lowenthal 
and Mr. Pairbank. It is fair to say that they rejected it and we certainly 
cannot prove it without additional information from Richardsons which the 
partners were either unable or unwilling to provide for us. 

63. It is however clear that for some time now the bank’s liquid resources 
have in fact been very small. This was demonstrated again and again by the 
evidence during the course of our enquiry. 

64. Although Mr. Shawcross had urged that the Company’s funds should 
be transferred from Richardsons to one of the big five banks and this sug- 
gestion was again put forward later by the Company’s auditors it was never 
put into effect.^ In evidence before us, Mr. Lowenthal agreed that in the 
second case which was in May 1961 it could not be done 'because Richardsons 
could not produce the money. 

65. On 10th April 1962 Majestic had £375 with the Westminster Bank 
which was then withdrawn. The significant feature is that when Mr. 
Lowenthal and Mr. Fairbank were questioned as to the reason for this, having 
regard to the Company’s substantial balance in Richardsons’ Bank, they con- 
ceded that it would have been an embarrassment to Richardsons to have had 
to find even such a comparatively small sum of money at that time. 

66. Moreover, this is nothing new because on 10th October 1960 a 
cheque for £715 drawn ^ Majestic on Richardsons in favour of Swissair 
Transport Company Limited could not be met although Majestic’s account 
with Richardsons was nominally in credit to the extent of many thousands of 
pounds. Mr. Lowenthal conceded that Richardsons had not the cash to meet 
it. 

67. This state of affairs was specifically brought to the notice of Mr. 
Gardiner by the auditors when it came to their knowledge through Mr. 
Horowitz. Mr. Gardiner however as on other occasions apparently took no 
action. 

68. Mr. Lowenthal also conceded that at other times he had refused to 
sign a cheque because he thought there would be no funds to meet it. 

69. Mr. Fairbank confirmed that if those who held current accounts with 
Richardsons were to ask for their money Richardsons would need time to 
find it. In our opinion, Richardsons would not be capable, given any amount 
of time. Of meeting the claims upon it out of its present resources. 

70. It is perhaps appropriate here to refer to an observation of Mr. 
Lowenthal during examination before us ; “. . . . one would be perfectly 
right to say that the Majestic are banking with a bank which are very badly 
off at the present moment from the point of view of liquidity and therefore if 
they would have been at arths length no doubt they would have taken this 
account away. I appreciate that, but seeing the shareholders in the company 
are the partners in the bank — well, they can show more indulgence.” In 
drawing attention to this admission it is only fair that we should also state 
that Mr. Lowenthal was emphatic in saying that he was confident that he 
could raise sufficient money to meet any proper demands upon Richardsons. 
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His expression of confidence was in our view characteristic but unsupported 
by any factual evidence and so far as his confidence was based upon finding 
new depositors it would in our opinion be improper for the bank to solve its 
liquidity problem in this way. It is clear that the bank could not in the 
ordinary course of business meet promptly the legitimate demands of Majestic 
on its current account and it is more than doubtful whether even if given 
notice upon the terms said to be inscribed upon the account but apparently 
not otherwise recorded the bank could find at all the money standing to the 
Company’s credit on deposit account. 

71. When all this is set against the background of our knowledge that 
several of the companies in which investments are held by Richardsons are 
themselves dependent for their solvency on Richardsons we are inevitably 
drawn to the conclusion that Richardsons itself cannot be solvent. This view 
is consistent with the fact that since our investigation 'began bankruptcy 
petitions have been filed against the partners in Richardsons. A Receiving 
Order was made on 31st May 1962 and the partners were adjudged bank- 
rupt on 18th October 1962. It may well be that the record of the examination 
in bankruptcy of Mr. Lowenthal and Mr. Fairbank will usefully supplement 
the information which we have been able to elicit from them. 



PART xn 



Concloaons 

72. We have referred in various parts of the report to a number of 
possible irregularities and we shall do no more than mention them briefly in 
summary form as follows : — 

(i) Issue o/ Majestic Share Capital 

Reference is made in paragraph 15 to the circumstances where shares 
in Majestic were issued for “ Cash ” merely by means of book entry in the 
accounts of Richardsons’ hank. These transactions were carried out so 
as to enable the Company to comply with regulations affecting the .ability 
of insurance companies to carry on business both here and in the U.S.A. 
The effect of the transactions (particularly those in October and 
November 1960) bearing in mind that no further money was available 
to Majestic was at least most misleading as to the real position. 

(ii) Loan to Directors 

Paragraph 54 refers to the possibility of the deposit of monies by 
Majestic with Richardsons as constituting a loan to directors for purpose 
of Section 190 of the Companies Act 1948. This was certaialy an impru- 
dence and an evasion even if it was not a direct breach of the Statute. 

(iii) Minor Irregularities 

We do not think it necessary in the circumstances to do more than 
refer to minor irregularities in the conduct of the affairs of Majestic such 
as the fact that minutes of meetings do nbt always record the dates of 
previous meetings, that decisions, particularly with regard to investments, 
were in some cases never recorded, that cheques were sometimes signed 
otherwise than in accordance with the bank mandate, but nevertheless 
honoured by Richardsons, and that certain sums seem to have been paid 
out of Majestic’s bank account simply by debit entry. 
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reoort “ “Uf interim 

nXm^ l^ihti V ^ ^‘*' Majestic could 

»nri ^‘’**^*“ without recourse to its funds deposited with Richardsons 

and we have set out in Part XI the reasons which lead us to the further 
conclusion that Richardsons could not meet these demands. 

of thp"''nAer®!^!?’® enquired into the affairs of Majestic or 

IK other ^o companies which we have investigated and from which 
thaf Sard son have been transferred to Richardsons could, on Ending 

m^e^unon th^ iTT u° demands properly 

Md thought that the activities of Mr. Lowenthal 

and Mr. r airbank might involve some suspicion of fraud. 

Perhaps the most critical matters were : — 

investments in March 1960 in circumstances which suggest 
that some of the directors and the auditors were deliberately kept 
m Ignorance of the fact until later ; ^ 

(b) the final increase in capital in November 1960, months after the 
principal agents had stopped paying their quarterly cheque and when 
there were many signs that the existing balance with Richardsons 
was not available in cash to Majestic. It must have been obvious at 
least to Mr.^ Lowenthal that the increased balance would add nothing 
to Maj^tic s funds and was indeed merely a procedure deliberately 
^opted to obtain improved insurance status. We doubt whether any 
or tlw other directors apart from Mr. Faifbank fuHy realised what 
was happening ; 

(c) the continuance of insurance business in the early part of 1961 
although Majestic was then already unable to meet its liabilities, 
it is only fair to Mr. Lowenthal and Mr. Fairbank to say that we 
cannot point to any direct evidence positively confirming any 
suspiaon of fraud but we thii^ it right to stress that at almost every 
sigmncant point m connection with our investigations we were 
confront^ by the screen formed by Richardsons which prevented us 
trom finding out what had happened to the monies deposited with 
that bank. 

n ? u Richardsons come into the picture solely because it is 

controlled by Mr. Lowenthal and Mr. Fairbank. Mr. Lowenthal gave us the 
impression that he made no distinction between his own private assets and 
those under his control in one or more of his business capacities and that he 
d^ nc^ believe this was necessarily wrong. It is possible that in depositing the 
Majestiic funds with Richardsons Mr. Lowenthal had more regard for his own 
personal interest than the interests of Majestic. Whilst there was. however 

^ ^ ^ evidence to justify the conclusion that he Imowingly procured 

the dep(^it of Majestic’s money with Richardsons with intent to defraud 
Majestic s creditors, we must emphasise that an examination of the affairs of 
f^chardsons with particular reference to dates of deposit and to the state of 
affairs of that firm on those dates together with details regarding the deploy- 
ment of the large fund of cash assets of over £200,000 transferred to 
Richardsons from the Companies at present being investigated might entirely 
alter the position. In default of evidence from Richardsons indicating fraud, 
we are^ bound to say that the present evidence could lead simply to the 
conclusion that Mr. lowenthal was a confirmed optimist who really believed 
that his investments in South Africa and elsewhere would one day fructify 
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and that minor (in his eyes) irregularities, blustering methods and de^tions 
of his follow directors and auditors, w-ouid be justified if the wh^ls could 
be kept turning long enough. Mr. Fairbank may really have telieved that 
Mr Lowenthal was a rich man and that if necessity ever really demanded he 
cxmld have sold some investments thus producing the money which would 
have given substance to all the paper entries in Richardsons. 

77 Although Mr. Lowenthal who gave an impression of confidence 
and optimism neither of which is necessarily well-founded provided volun- 
tarily for us a great deal of informatioD., there was a^ poaut at whicn it 
appeared that his willingness to co-operate ceased. This was paTticulariy 
noticeable in connection with Richardsons and with the movement of shpes 
in F.M.S. We came to the conclusion that despite promises and expressions 
of willingness on his part we could not rely on his providing the information 
we sought in certain important respects although it was within his power to 
do so. We pointed out to Mr. Lowenthal that his failure to supply infonnation 
particularly about Richardsons even if we had no legal power to compel mm 
to do so would obviously make a bad impression. In the result our opimon 
is that the suspicion of fraud on both his part and that of Mr. FmrhaiM 
cannot be dismissed. We are satisfied that of the two, Mr. Lowenthal has the 
more active brain and was the driving force. 

78. Mr. Fairbank was noticeably reticent on some topics and was inclined 
to stress that he placed reliance on Mr. Lowenthal in all matters of import- 
ance. He appeared to feel quite confident that he and Mr. Lowenthal were 
taking no risk. 

79. It seemed to us that if the individual directors of any reputable 
insurance company formed an independent judgment it is most unlikdy that 
they would allow virtually the whole of its resources to remain in the hands 
of a small .private bank controlled by two of their fellow directors. We have 
given much consideration to the position of Mr. Lowenthal and Mr. Fairbank, 
but it is necessary in the circumstances also to assess the extent, if any, to 
which the other directors of Majestic may justifiably be criticised. 

80. In this connection we have heard the evidence of Mr. Shawcross and 
Mr. Gardiner. 

81. We asked Mr. Shawcross what advantage, if any, he had thought it 
was to Majestic to open an account with Richardsons. We do not think we 
can do better than quote his reply veibatim. He said : — 

“ I do not think I thought it was of any advantage to them, but at the 
same time I could not say then that it was of any disadvantage. The 
only possible advantage, of course, would be that the offices were on the 
same premises ; the Managing Director, Horowitz, had an office there at 
that time, and also of course I suppose that if he required an overdraft, 
as this was a new business, or from a financial point of view he (meaning 
the Managing Director) would do better than if he went to some other 
bank. But I cannot say that it crossed my mind in detail.” 

Mr. Shawcross added that he had been aware that Mr. Lowenthal and 
Mr. Fairbank were both partners in Richardsons as well as being on the 
Board of Majestic but that at that stage this did not excite any disquiet in his 
mind. He had earlier told us that before joining the Board of Majestic such 

20 



Printed image digitised by the University of Southampton Library Digitisation Unit 



enquiries as he had made, which had been informal, had all seemed quite 
satisfactory with regard to Mr, Lowenthal and had conveyed to him that 
Richardsons was at the time perfectly sound. Having regard to the manner 
and the date ctE Mr. Shawcross’s resignation, we thiidc that even taking into 
account his undoubted independence, it was too early to expect him to have 
taken any stand stronger than he in fact did and he must be exonerated 
accordingly. 

82. We also asked Mr. Gardiner what advantage if any he had thought 
It would be to make Richardsons bankers for Majestic. His answer was 

“ I can’t think I considered it one way or the other, only this, I thought they 
also banked with Westminster Bank, did they not?” When pressed, he 
agreed that during the time he was a director. Majestic’s funds, as far as 
banking was concerned, were for all practical purposes in Richardsons. We 
asked him what information at the time the Board decided to bank with 
Richardsons he had about Richardsons’ financial position. His answer was : — 
“I had no particular information at all, none at all. I was under the 
impression not only then but for a long time afterwards first of all that they 
were very old established, as one knew and I had the impression that they 
were a very sound bank and that Lowenthal personally was a wealthy man.” 

83. We have noted that before Mr. Shawcross’s resignation the Mias 
Case had been reported in the press and had had certain repercussions with 
regard to Richardsons — ^Mr. Gardiner told us that as a result he reconsidered 
his views with regard to the soundness of Richardsons. It was, however, at 
this very time that he took over the chairmanship of Majestic and signed the 
accounts which Mr. Shawcross had refused to sign. He was aware of Mr. 
Shawcross’s dissatisfaction and he also received letters from Mr. Horowitz 
expressing his anxieties about Majestic. Mr. Gardiner did not heed these 
portents. We have examined him about these and other matters, but his 
answers were frequently unsatisfactory. Such answers as he gave were some- 
times contradictory and at other times he professed that his recollection had 
failed, so that he could not answer, although we were not convinced that this 
was so. 



84. It is to be noted that Mr. Gardiner whilst a director of Majestic 
was at the same time acting professionally as solicitor for Majestic, for 
Richardsons and for Mr. Lowenthal personally. He would not agree that 
this placed him in any difficulty, but we think it was an impossible position 
in the circumstances, which would have prevented him if he had wished from 
taking any independent action to protect the interests of Majestic. We cannot 
accept that he failed to recognise this and we feel strongly that his inactivity 
with .regard to Majestic as well as what we believe to be his want of frankness 
with us must at least in part be attributed to a conflict between his various 
interests and capacities. 

85. Mr. Horowitz was primarily concerned with the underwriting activities 
of the Company Which in so far as we have been able to ascertain were 
conducted on a proper basis. For a time we formed the impression that 
Mr. Horowitz attempted to run with the hare and hunt with the hounds and 
this is particularly evidenced by the fact that he was prepared to sign the 
accounts of the Company at 31st December 1959 incorporating liabilities for 
his remuneration on an entirely different basis from that which he is now 
claiming is due to him. However when Richardson's failed to produce 
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insurance monies properly demanded of them Mr. Horowilz took all the 
steps that he felt were available to him in regard to terminating the insurance 
business. He made arrangements for the retention by Majestic’s agents of 
insurance funds which should have been remitted to the Company, out of 
which certain claims have subsequently been paid and he might have 
acquiesced in the retroactive cancellation of insurance business carried out on 
behalf of Majestic. He turned to Mr. Gardiner for support presumably as 
being the only independent person to whom he could turn but it appe^s to us 
that Mr. Gardiner took no steps whatsoever to deal with a very unsatisfactory 
state of affairs in the Company over a considerable period of time during 
which he was chairman. 

86. We feel it best to conclude this report by reiterating our view that, 
for the reasons indicated. Majestic is not in a position to meet its liabilities or 
to provide the insurance facilities which are its proper business. We attribute 
this to the fact that at the material times control of Majestic was in the hands 
of Mr. Lowenthal and Mr. Fairbank who in their capacity as Richardsons 
were also Majestic’s bankers and who were not in fact aible to meet the proper 
demands of Majestic. We also feel that the fact that ^. Gardiner was not in 
the true sense an independent director deprived Majestic at a vital time of 
the guidance and judgment which would normally be expected of a person 
in his position. 



20th December 1963. 



(Signed) R. V. Cusack 

E. R. Nicholson 
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Appendix A 



RICHARDSON & CO. 
Summary of Balances 



A. Amounts owing to Customers 
F. A. Charlton-Thomas 

(Note: Account overdratro at 30.11.61) 
F. M. S. Rubber Planters Estates 
Ltd. 

Majestic Insurance Co. Ltd. 

Eagle Building Society 

Johore Para Rubber Co. Ltd. ... 
Other Accounts 



B. Amounts due by Customers 

Joint Stock Banks 
Other Accounts 



Add 

Sundry Creditors 

Provision for Doubtful Debts . . . 



Deduct 

Payments in Advance 

Furniture, etc 

Cash in hand ... 

Deficiency of Assets (excluding 
Bank’s Investments) 



C. Shares (1961 only) 

Majestic Insurance Co. Ltd. ... 
Johore Para Rubber Co. Ltd. ... 

F. M.S. Rubber Planters Estates 
Ltd. 

Vaal Park 

Bank of Morocco (1884) Ltd. ... 

G. D.S. Rentals Ltd 

Vending Machine Renters Ltd. ... 
Investment Account (Unexplained 

Balance) 



See 


Balance 


Balance 


Statement 


Note 


Sheet 


Sheet 


of Balancet 




30 . 6.57 


30 . 6.58 


30 . 11.61 




£ 


£ 


£ 


1 


— 


344.950 


(8,092) 


2 




175.089 


10,595 


3 


— 


35,997 


243,368 




— 


— 


89,886 


4 


— 


— 


68,859 




*24.026 


94,532 


71,050 



5 

6 

7 

8 





650,568 


475,666 


* 


29,644 


6,295 




151,814 


74,758 


24,026 


469,110 


394,613 


13,223 


12,169 




2,486 


17,562 


— 


39,735 


498,841 


394,613 


2,825 


380 




300 


1,173 





703 


750 


— 


35,907 


496,538 


394,613 



— 


— 151.412 


— 


— 54,800 


— 


239,327 


' 


— 250,000 





— 5.250 


— 


— 37,500 


— 


— 78 




— 230 


— 


— 738,597 



D. No delbit or credit accounts for partners have been included. 
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Notes on Customers’ Accounts in Richardsons’ Statement oJ Balances 
30th NoTember 1961 



1. F. A. Charlton-Thomas t 

Relevant information : — 

(a) Balance 30.6.58 

F.M.S. shares sold to V. F. Fairbank 412,750 
Cheque to F.M.S. re Ledang Bahru 
Shires 64,400 



£ 

344,950 



348,350 



(b) ’Withdrawals 30.6.58 to 30.11.61 

Cheque to F.M.S. re Malayan Estate 
proceeds 



352,875 



353,042 



2. “F.M.S.” 

(a) Period 7.4.58 to 30.6.58 
Proceeds of sale of ; — 

Shares in Ledang Bahru Rubber 

Estates Ltd. 

Treasury Bills ... 

Savings Bonds 

Funds from other Banks ... 
Rubber Sale Proceeds 
Eiterest 



Payments 

(b) Period 1.7.58 to 31.12.59 
Proceeds of Sale of Jemima Estate ... 

Funds from other Banks 

Interest 

Miscellaneous Receipts 



Payments — 

W. Lowenthal (for purchase of South 
African interests) ... ... ... 

(This sum was apparently credited 
to Mr. Lowenthal’s account and 
the money did not leave the 
bank) 

Dividends 

Taxation 

Other Disbursements 



Per F.M.S. accounts at 31.12.59 



64,400 

84,488 

20,189 

4,910 

303 

1,767 



176,057 

968 175,089 



352,875 

13,938 

29,808 

72 



396,693 



529,079 



10,526 

8.500 

5,907 

554,012 

(157,319) 



(Carried forward) 17,770 
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£ 


£ 


Brought forward 




17,770 


(c) Period U.60 to 30.11.61 
Books not fully written up. From 
information available position may 
be : — 

Dividends 


11,255 




Miscellaneous Receipts less other 
Disbursements 


4,080 




3. “ Majestic ” 

(a) Period 6.5.58 to 30.6.58 
Call on Shares 


36,000 


(7,175) 

10,595 


Payments 


3 




(b) Period 1.7.58 to 30.11.61 
Share allotments 


148,107 


35,997 


Profit from Investment transactions ... 


612 




Insurance Business Funds from other 
Banks 


800 




Deposit Interest and Insurance Business 
Receipts less payments 


57,852 




(c) Period 1.12.61 to 13.12.61 
Deposit Interest and Insurance Business 
Receipts less payments 




207,371 

4,351 


Per Majestic figures at 13.12.61 




247,719 


4. “ Johnte ” 

(a) Period 26.5.59 to 30.6.60 
Proceeds of sale of : — 

Malayan Estate 


60,000 




Savings Bonds 


797 




Funds from other Banks 


3,089 




Deposit Interest 


2,623 




Payments ... 


66,509 

561 





Per Johore accounts 30.6.60 65,948 

(b) Period 1.7.60 to 30.11.61 
Books not fully written up. 

Difference (probably mainly Deposit 2,911 

interest) 

68,859 
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Notes on Shares in Richardsons’ Statement oJ Balances 
3Wh November 1961 



5. Majestic Insurance Co. Ltd. 

Investment account 



£ £ . 
60.538 

90,874 

151.412 



The investment by Mr. Lowenthal and/or Richardsons includes an 
inflationary element of £184.107 achieved by increasing the share c^ita and 
the cash entries in Richardsons’ books by the same amount ^e lat^t 
figures (1960 Accounts) show cash at Richardsons of £247,277 and snare- 
holders’ equity at book value of £166,751, i.e. a deficiency without Richardsons 
of £80,000. It is not known how many shares the ahoye investment regr^ents 
but it is clear that the value is entirely dependent on Richardsons debt being 
good. 



6. Johore Para Rubber Co. Ltd. t04,»UU 

The cash at Richardsons is £68,859 and the investment is again therefore 
dependent on Richardsons’ debt being good. 



7. F.M.S. Rubber Planters Estates Ltd £239,327 

The assets of this Company now consist mainly of shares in Uitzigt (80%) 
and Walker Bay (100%) with a small balance of cash at Richardsons. Both 
the shareholdings have directly or indirectly been in Mr. Lowenthal s or 
Richardsons’ ownership throughout, the Uitzigt shares having been \witten up 
in the course of sale to F.M.S. by £348,700. It is not known whether the shares 
in Walker Bay were similarly written up. 



8. Vaal Park 



£250,000 



The accounts of this company at 30th June 1960, Which have b^n 
forwarded by Mr. Lowenthal since the oral examination, show net tangible 
assets of SA £26,118. Included in the assets is Immovable Property of SA 
£71 500 the value having been written down to this figure in these Accounts, 
and this must therefore be presumed to be its maximum value. The only other 
asset of any size is SA £136.094 of investment presumably m F.M.S. 

The above observations on F.M.S. and Vaal Park should be read in 
conjunction with our report on F.M.S. 
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Appendix B 

Summary of Majestic Baiance Sheet at 31st December 





1957 


1958 


1959 


1960 


Assets 


£ 


£ 


£ 


£ 


Bank Balances : — 










Richardson & Co 

Other Banks : — 


— 


36,489 


65,429 


247,277 


Westminster Bank Ltd. ... 


— 


— 


— 


141 


Rotterdams'che Bank N.V. 


— 


— 


— 


649 


Debtors 




— 


52,679 


67,100 


Investments 


— 


17,901 


35,610 


— 




— 


54,390 


153,718 


315,167 


Deduct : LiabiUties, etc. 










Creditors : — 










Re-Insurers, etc 






67,977 


74,603 


Claims outstanding not yet 
paid 








2,329 


8,179 


Accrued Charges 


— 


1,044 


2,737 


5,370 


Taxation 


— 


— 


620 


1,000 




— 


1,044 


73,663 


89,152 


Marine Insurance Fund 
Non-iMarine Account ; — 


— 


— 


22,303 


45,892 


Provision for Unexpired 
Risks 


_ 





3,750 


12,172 


Amount set aside for Future 
Taxation 


— 


— 


125 


1,200 




— 


1,044 


99.841 


148,416 


Representing : — 

Shareholders Funds 










Share Capital 


25,893 


79.393 


79,393 


210,000 


Profit and Loss Account Debit 
Balance 


25,893 


26,047 


25,516 


43,249 




— 


53,346 


53,877 


166,751 
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Summary uf Revenue and Profit and Loss Accounts for Years ended 
31st December 





1958 


1959 


1960 




£ 


£ 


£ 


Marine Accoant 






22,303 


Fund, 1st January 


— 


— 


Net Premiums 


— 


32,100 


36,870 


Profit and Loss Account, Provision for 
Losses 


— 


— 


18,000 




— 


32,100 


77,173 


Net Claims 


— 


8,196 


29,488 


Management Expenses 




1,60>1 


1,793 


Fund, 31st December 





22,303 


45,892 




— 


32,100 


77,173 


Non-Marine Account 






3.750 


Provision for Unexpired Risks, 1st January 




— 


Net Premiums 


— 


9,376 


30,430 




— 


9,376 


34,180 


Net Claims ... ••• 


— 


3,832 


6,731 


Commission 


— 


— 


8,130 


Management Expenses 

Provision for Unexpired Risks, 31st 




1.602 

3,750 


5,381 

12,172 


Etecember ... 






— 


9,184 


32.414 


Transfer to Profit and Loss Account : — 








Profit 


— • 


192 


1,766 
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Summary of Revenue and Pro6t and Loss Accounts for Years ended 
31st December 





1958 


1959 


1960 


Profit and Loss Account 


£ 


£ 


£ 


Interest Received (Gross) 


682 


2,416 


3,089 


Dividends Received (Gross) 

Transfer of Profit from Non-Marine 


— 


— 


917 


Account 


— 


192 


1.766 


Profit on Sale of Investments 


— 


1,541 


— 




682 


4,149 


5,772 


Marine Account, Provision for Losses ... 
Directors Emoluments : — 


— 


— 


18,000 


Fees 


667 


1,200 


700 


Salary 


_ 


1,500 


1,200 


Interest Payable (Gross) 




93 


683 


Audit Fee 


26 


63 


300 


General Expenses 


143 


— 


— 


Loss on Sale of Investments 


— 


— 


929 




836 


2,856 


21,812 


Profit before Taxation 


— 


1,293 





Loss before Taxation 


154 


— 


16,040 


Taxation Provision 


— 


762 


1,693 


Profit after Taxation 




531 




Loss 

Profit and Loss Account : — 


154 


— 


17,733 


Debit Balance brought forward 


25,893 


26,047 


25,516 


Balance carried forward 


26,047 


25,516 


43,249 
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Appendix C 



Majestic Provisional Figures at 13th December 1961 

Assets ^ 

Cash in Hand 44 

Bank Balances : — 

Richardson & Co 247,719 



Other Banks : — 

Westminster Bank Ltd 

Rotterdamsche Bank N.V 

Sterling National Bank and Trust Co. of 
New York 

Debtors 

Fixtures and Fittings 



200 

1,160 

136 

53,382 

14 302,655 



Deduct : Liabilities, etc. 

Creditors : — 

Re-Insurers, etc. 

Claims outstanding not yet paid 

Accrued Charges 

Taxation 



Marine Insurance Fund ... 

Non-Marine Account ; — 

Provision for Unexpired Risks 
Amount set aside for Future Taxation . . . 



68,707 

7,148 

2,385 

2,200 

80,440 

39,887 

3,531 

— 123,858 

178.797 



Representing : — 

Shareholders Funds 

Share Capital ... ... ... ■■■ 210,000 

Profit and Loss Account Debit Balance ... 31,203 178,797 



30 



Printed image digitised by the University of Southampton Library Digitisation Unit 



Summary of Provisional Revenue and Profit and Loss Accounts for the 
Period 1st January to 13th December 1961 
Marine Account £ 

Fund, 1st January 45,892 

Net Premiums * 



45,892 



Net Claims (excess of claims over premiums) 5,973* 

Management Expenses 32 

Fund, 13th Decem’ber 39,887 



45,892 

Non-Marine Account 

Provision for Unexpired Risks, 1st January 12,172 

Net Premiums 8,828 



21,000 

Net Claims l 

Commission [ 11,012 

Management Expenses i 

Provision for Unexpired Risks, 13th December 3,531 



14,543 

Transfer to Profit and Loss Account Profit 6,457 



Summary of Provisional Revenue and Profit and Loss Accounts for the 
Period 1st January to 13th December 1961 



Profit and Loss Account £ £ 

Interest Received (Gross) 8,079 

Transfer of Profit from NonJMarine Account . . . 6,457 

Less-.- 1^-536 

Directors’ Emoluments : — 

Fees — 

Salary 1,100 

Interest Payable (Gross) 453 

Loss on Exchange 937 

2,490 

Profit 12,046 

Profit and Loss Account : — 

Debit Balance brought forward 43,249 



Balance carried forward 31,203 



Note: No provision has been made for taxation based on the profit of the period. 
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